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CANADAREVENUE ~ AGENCE DU REVENU o
AGENCY DU GANADA , .

13705 - L BY REGISTERED MAIL

J. B. Brass of Canada -

32 Stormont Avenue

Toronto, Ontario M5N 2B9

" Attention: Mr. R.L. Gerendasi _ BN: 86442 6911 RR0O001

File #: 3019927

' SUBJECT: Noticé of Intent to Revoke.

Place de Ville, TowerA

J.B. Brass of Canada

Dear Mr. Gerendasu

. lam wntlng to you further to our letter dated September 19, 2005 (copy
attached) and our telephone conversation of November 16, 2005, in which you were
invited to submit representations to us as to why the Minister of National Revenue
shotild not revoke the registration of J.B. Brass of Canada (hereinafter, the “Charity”)
in accordance with subsectlon 168(1) of the Income Tax Act (herelnafter the “Act’).

-'We have reviewed your wntten response of November 4, 2005 and have the .

'followmg comments:

Charitable Actlvmes

~ The audit conducted by the Canada Revenue.Agency (hereinafter, “CRA”) had
identified that the Charity had not maintained adequate books and records to
substantiate that funds were distributed for charitable purposes. The Charity did not
provide documentation to support that the applicants receiving funds were poor, as
the organization does not maintain its means test to determine if applicants are living
below poverty levels.  The Charity performs verification of the applicatiohs and
applicants orally with personal contact references maintained in the areas where the
applicants originate. Personal knowledge by a third party of the- appllcants does not
constitute sufficient evidence that the fundmg was made to relief poverty. -
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A review of the documents provided revealed that funding was granted for a
variety of reasons, many of which are not in accordance with the Charity’s
constitution or considered charitable. Those grants are considered acts of private
benevolent and the courts do not accept acts of private benevolence as chantable

as they lack.the necessary element of public benefit.

. Your representatlon of November 4, 2005 states that the Charity undertakes to
document every transaction and follow the strict guidelines that were suggested by
the auditor. This requirement was reiterated during a telephone conversation
between the Charity and CRA on November 16, 2005. As of March 13, 2006, the
Charity had not provided CRA with any documentatlon that the above undertaking

has been implemented.

We therefore conclude that, for each ot the reasons mentioned in our letter of
September 19, 2005, J.B. Brass of Canada does not meet the requirements of a
charitable organization under subsection 149.1(1) of the Act. :

Consequently, | wish to advise you that pursuant to the ‘authority granted to
. the Minister in subsection 168(1) of the Act, and delegated to me, | propose to
- revoke the registration of J. B. Brass of Canada. By virtue of subsection 168(2) of
the Act, the revocation will be effective on the date of publlcatlon in the Canada

Gazette of the following notice:

Notlce is hereby given, pursuant to paragraphs 1 68( 1 )(b) 1 68( 1 )(d)
and 168(1)(e) of the Income Tax Act, that | propose to revoke the
registration of the organization listed below and that the revocation of .
registration is effective on the date of publication of this notice.

" File Number _ Business Number ~ Name
3019927 - 86442 6911RR0001  J.B. Brass of Canada
o Toronto, Ontario

Should you wish to appeal this notlce of intention to revoke the charity
registration in accordance with subsection 168(4) of the Act, you are advised to file
a Notice of Objection within 90 days from the mailing of this letter. This notice is a -
written statement that sets out the reasons for the objection and all the relevant

facts. The Notice of Objection should be sent to:

. Taxand Charmes Appeals Dlrectorate
~ Appeals Branch
Canada Revenue Agency
25 Nicholas Street
Ottawa, ON K1A OL5



Consequences of a Revocation

As of the date of revocation of the registration of J.B. Brass of Canada, which
is the date upon which the above-noted notice is published in the Canada Gazette,
- J.B. Brass of Canada will no longer be exempt from Part | Tax as a registered
charity and will no longer be permitted to issue official donation receipts.

Addltlonaily, the Charity may be subject to tax pursuant to Part V, section 188
of the Act. For your reference, | have attached a copy of the relevant provisions of
the Act (Appendix “A”) concerning revocation of registration and the tax applicable
to revoked charities as well as appeals against revocation.

- I wish to advise you that pursuant to subsection 150(1) of the Act, a return of
income for each taxation year in the case of a corporation (other than a corporation
that was a registered charity throughout the year) shall without notice or demand
therefore, be filed with the Minister in prescribed form containing prescnbed

information.

Additionally, by virtue of subsection 188(1) of the Act, the Association wnll be
required to pay tax within one year after the effective date of revocation. The
revocation tax is calculated on prescribed form T-2046, “Tax Returri Where .
Registration of a Charity is Revoked”. The return must be filed and the tax must be .

-paid on or before the day that is one year after the effective date of revocation.
Form T-2046 along with the related Guide are also attached for your information.

Yours sincerely,

Elizabeth Jromp
Director Zeneral
Charities Directorate

Attachments:
= Our letter dated September 19, 2005

- Appendix “A”- Relevant provisions of the Income Tax Act
- Form T-2046, “Tax Return Where Registration of a Charity is Revoked

- Guide related to Form T-2046



J. B. Brass of Canada
32 Stormont Avenhe
_ Toronto, ON

MS5N 2B9

Atten_tion: R.L. Gerendasi

September 19, 2005. -

Dea.er Gerendast

Re: Chantable Registration Number 86442 6911RR0001 ‘
Rev1ew of Books and Records for the fiscal penods endmg 2002 12-31 and 2003 12-31

‘Thls letter is further to an audit of the books and records of account of J. B. Brass of Canada on
(hereinafter, “J. B. Brass”) for the fiscal periods ended 2002-12-31 and  2003-12-31, which was
" conducted by a representative of the Canada Revenue Agency (hereinafter, the “CRA”). The
results of the audit indicate the organization has contravened certam prowsmns of the Income
Tax Act (heremafter, the “Act”) or its Regulatlons

This review has raised senous concerns about the orgamzatlon s comphance ‘with certain . -
provisions of the dct. In order for aregistered Canadian charity to retain its registration, it must
at all times comply With the provisions of the Act applicable-to registered charities. Ifa -

* particular registered charity does not comply with these provisions, the Minister of National

Revenue (the Minister) may revoke that charity’ s registration in a manner descnbed n
subsectlon 168 of the Act.

The balance of this letter descnbes how the Canada Revenue Agency cons1ders that the
: orgamzatlon conuavened the Aet.

‘Charitable Acﬁvities:

. A registered Canadian charitable organization must devote all of its resources to its own
charitable activities so as to further charitable purposes in a manner consistent with the Act. The
term “charitable” is not-defined in the Act. Therefore, it is necessary to refer to the principles of
common Iaw to determme whether a partlcular purpose-or act1v1ty is chantable

Chantable purposes have been categonzed by the courts under the four followmg headmgs the =
relief of poverty, the advancement of education, the advancement of religion and, other purposes
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beneﬁcral to the commumty as a whole in a way which the law regards as chantable Th.lS latter
- category merely identifies an addrtronal group of specific purposes that have been held charitable .
at law rather than qualifying as charitable any and all purposes that prov1de a public beneﬁt

Aside from showing through documented evrdence and proper books. and records that it
undertook charitable activities in furtherance of charitable purposes, an organization must -
- demonstrate that it operated in compliance with the Act at all timeés. This requires, among other

- things, for an organization to show that the activities it undertakes benefit only proper obj ects of ..
charity considering the relief offered. For instance, an organization relieving poverty must show
that the beneﬁc1anes of its pro grams in fact suffer from condmons associated with poverty:

The objects of J. B. Brass as stated in 1ts constitution are: 1) To prov1de relief of poverty by
assisting persons living below the minimum poverty levels based on the size of their families and
their special needs if any; 2) To operate and maintain public food banks and public living

" quarters for poverty stricken persons; 3) To establish, prov1de and operate non-proﬁt residential
accommodations and incidental facilities thereto. for persons of low income;, senior citizens and -
the disabled; 4) To prov1ded and maintain a scholarship furid for needy and above average
scholars to enable them to contmue then: stud1es at a recognized educatronal mstltutmn

For the fiscal years in quesnon, the audit 1dent1ﬁed the major activities stated to be undertaken

by J. B. Brass. We will examine each of these activities as stated in J. B. Brass’s constitution'in

turn to determine if the activities were undertaken by J. B. Brass and to see if the resources

devoted to these programs should be considéred as resources devoted to charitable activities

~ carried on by the organization itself: The orgamzatron also undertook a variety of activities,

which are not stated in its constitution and for which no constitutional amendments Jhave been

~ provided. We will examine each.of those activities below to determine if they are charitablein . .
hature and to see if resources devoted to these programs should be consrdered resources devoted

to chantable actrvrtles : :

1) To proVrde rehef of poverty by assisting persons hvmg below the minimum poverty
levels based on the s1ze of thelr famrhes and their special needs if any;

J. B. Brass’s constitution states “Apphcatrons will be accepted for social assrstance from single

parents, seniors, and large needy families who meet the orgamz.atmn s means test.” Applicants

. are to meet with J. B. Brass’s board of directors.and provide supportmg <documertation to verify -
* the information contamed on the application form. J. B. Brass then reviews the applications and

.contacts the apphcant’s references. The representative mentioned applicants are screened based

on mcome per year, number of dependents and-type of employment compared to family needs
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J. B. Brass fmled to provide the orgamzatlon s means test, copies of documentation provided by -
the applicants to verify application and minutes of in-person meetings with applicants and in-
person or telephone meetings with the applicant’s references. The organization does not hold
formal board meetings and does not preparé minutes of any meetings or conversations held.
Further, the representative mdlcated Mrs. C. Berkowitz, the bookkeeper, conducts the majority
- of the organization’s operations. Mrs. C. Berkowitz conducts the meetings with the applicants
and reviews the documentation provxded by the dpplicants at the i in-person meetings. Rarely are.
~ bank statements or tax returns provided by-the applicants’ to prove.income earned per year or -
savings as the apphca.nts do not have bank accounts or filed tax retumns: Notes ate made on the
. application forms prepared by the applicants and contact with the list of people in New York,
Baltimore, Jerusalem and Northern Israel to verify the authenticity. of the application aré
performed by Mrs. C. Berkowitz: The approval or denial of applicants is at the discretion of Mrs. -

C. Berkow1tz asis the amount of aid recelved Mr. L. Gerendasx is avaﬂable for consultatlon 1f
: needed : : :

The orgamza’non does not appear to mamtam a benchmark for rewewmg apphcatlons as most
applications are incomiplete and the representative stated the board of directors.performs the
. verification of applications and applicants orally with personal contact references maintained in

. the'areas where apphcants originate. The mere fact that an organization’s Board of Directors, or

the person approving applications, may have had personal knowledge of the: applicants does not
' constitute evidence that the funding was being made to relieve poverty. Personal kiowledge
cannot be a substitute for a properly applied and documented system of selection criteria that -
- serves to prove that a chanty is in fact relieving’ poverty ina manner conmstent W1th the Act.

As J. B. Brass’s financial statements and accompanymg documentanon do not segregate or
" identify the total expenditures incurred for relief of poverty, we cannot determine the amount of

. funds spent. Any funds received and distributed for relief of poverty would not be cons1dered

Tesources devoted to a chantable activity carned on the. by J. B. Brass itself.

The. madequacy of the Charity’s ‘books and records and failure to mamtam books and records in
4Engllsh or French will be dlscussed below in the Sectzon entztled Books and Recorcis

"~ 2) To operate and mamtam pubhc food banks and pubhc hvmg quarters for poverty
stncken persons; ' . , . .

- The audit* dld'no‘freveai any ewdence to indicate the organization operated or mamtamed a
~public food bank or public living quarters for poverty-stricken persons

- J.B. Brass reports food banks were provxded to needy families in Ontario in 2002 and 2003 on-
the Reg1stered Charity Informanon Retum whereas the representative for the orgamzatmn
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indicated a squp kitchen was operated in Israel and no food banks were operated within Canada. -

. The organization did not provide documentation to substantiate J. B. Brass’s operation and
maintenance: of a soup kitchen in Israel. The soup kitchen is to prov1de food only and does not
provide any pubhc hvmg quarters :

There was no ev1dence to mchcate the soup kltchen was not 0perated under an agency agreement |
and the board of directors did not conduct periodic visits. No agency agreement; name and
location of the soup kitchen or name of the agent or reports were prov1ded The audit also failed

to uncover documentation to support any periodic Visits taken by the board of dn'ectors or repbrts e
prepa;red by the directors on the status of the soup kitchen. :

The use of agency agreements and operatmg outside Canada wzll be dzscussed below in the a
Section entitled Activities Outszde Canada and Gifts to Non-Qualzﬁed Donees.

As]J. B Brass’s financial statements and accompanymg documentatlon do not segregate or
1dent1fy the total expenditures incurred for operation and maintenance of a soup kitchen in Israel -
‘NOT can we determine the amount of funds spent. Any funds recéived and distributed for _
operation and maintenance of a soup kitchen would not be considered resources devoted to a

' Qchantable act1v1ty camed on the by the chanty 1tse1f

3) To estabhsh, prov1de and operate non-profit res1dent1al accommodatlons and

incidental facilities thereto for, persons of Iow income, senior citizens and the
disabled; -

J. B, Brass states in its cons’ututmn “group homes and md1V1dual rooms wﬂl be made avallable
, (1f requu'ed) to'the homeless on a temporary basis.” :

" M. Gerendasi stated in our meetmg of July 5, 2005 that two apartments owned by B1kur Chohm
are made available to J. B. Brass and persons referred by J. B. Brass. He stated that one.
g apartment is located near a hospital and allows visiting families to stay close to their relatives
: undergomg treatmiént at the hOSpltal The other facility provides short-term accommodations for
- family members accompanying relatives to Canada who are receiving medical treatment.. It does
not appear the residents of the apartments are homeless or of limited means nor do the residents

o appear to be scrutinizéd for immediate needs or financial status. The representatwe indicated the

persons using the facilities were referred to the organization based on personal contacts. Personal
contaéts cannot be a substitute for a properly.applied and documented system of selection criteria.
that serves to prove that a charity is prowdmg'publ_lc .hvmg quarters to poverty stncken persons

Mr. Gerendasi also stated Bikur Cholim handles the vacancies and scheduling as well as the

maintenance for the apartments. J.B. Brass does not hold a lease for the two properties and J. B.

Brass did not provide-an agency agreement or contract indicating the other charity was prov1dmg
. WA
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accommodations on the direction and control of J. B. Brass of Canada. Therefore J. B. Brass of

" Canada does ot provide any sort of accommodation or incidental facilities. The accommodation
provided by Bikur Cholim also does not meet the objective of prov1d1ng group homés and :

md1v1dual rooms to the homeless, senior citizens or the dlsabled :

The orgamzatron must retain direction and control over the use of its resources even if the
charitable activities are being carried out by another organization. The organization must be able
~ to demonstrate at all times, through adequate books and records, that the organization was

devoting resources to ehantable act1v1t1es as opposed to transferrmg resources to another
orgamzauon

AsJ.B. Brass s fmancral statements and accompanymg documentatlon do not segregate or .
identify the total expenditures incurred for establishing, providing and operatmg

“ accommodations and incidental facilities, we cannot determine the amount of funds spent. Any
funds received and distributed for accommodatlons provided by another organization, unléss by -

~ agency agreément, would not be considered resources devoted toa chantable actlvrty carned on
the by the chanty 1tself : :

' 4) ‘To provided- and maintain a scholarshlp fund for needy and above average scholars to
' enable them to continue their studies at a recogmzed educatlonal mstltutlon '

The audit farled to provrde detalls concerning the scholarship fund for needy and above average

scholars. The organization does not appear to maintain a scholarship fund and d1d not provrde ‘
documented: detarls on the selection cntena of apphcants :

~As per 1.B. Brass s constitution “Preference will be given to students involved mresea.rch and .
post graduate work in a recognized educational institution. The criteria for the distribution of
scholarship funds will be based on scholastic achievements of the students and also on their_
financial needs. The drganization will scrutinize each applicant to see if they meet the -
organization’s means test, and evaluate the applicant’s grades in respect of their scholastic

achievements. The selection process will then take place based on the ﬁnal decrs1on of the :
directors of the orgamzatron SO .

The 2002 and 2003 Informauon Returns 1nd10ate “scholarshrps weré provided to assist students
in their studies” meanwhile no documentation was provided to verify the application for and -

: grantlngof scholarships within 2002 and 2003. The audit did not reveal the orgarization’s means

test to which applicants would be scrutinized. Mr. Gerendasi indicated in our meeting of July 5,

- 2005 that scholarships ‘are provided to students who cannot afford tuition. J. B. Brass would then
pay a portion of the student’s tumon fees dlrectly to the educational institution of the approved .
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’ apphcant 'I'he payment of tumon is for students outside of Canada only The ‘audit did not reveal -
any tuition invoigces paid by J. B Brass on behalf of a scholar.

‘Where a chanty admxmsters scholarshlps to students attending 2 forelgn school or umvers1ty, the :

followmg procedures are necessary to show that the chanty mamtamed fulI duectlon and control
over its resources : :

o Scholarsh.tps shou]d be awarded on the basrs of pre-estabhshed selection criteria;
"' e There should be assurance that the student actually attended the school for which they

. recerved the scholarship by a statement of attendance provided by the school;

e A recerpt should be provided by the student for whrch the scholarslnp was mtended,
that they received the funds;.

e In order to support that scholarshlp ﬁmds were used f0r the1r mtended purpose the
charity should the retain source documents (recelpts vouchers, cancelled cheques),7 '
pertammg to such expendltures IR

It is the CRA’s view that this type of reportmg mechamsm is necessary for the chanty to clea.rly
demonstrate that it maintains an adequate level of control and accountability over the use of its

funds. These reports would have to be kept with-the chanty‘s other records and books or account
.at the address recorded with the CRA -

As]. B Brass’s ﬁnancral statements and accompanymg documentanon do not segregate or .
. identify the total expenditures incurred for scholarships, we cannot determine the amount of
funds spent. Any funds received and distributed for ‘scholarships would not be considered -
* resources devoted toa chantable activity camed on the by t the chanty itself. e
... J.B.Brass prov1ded coples of apphcatron forms and accompa.nymg documentation submitted by
the applicants as proof of undertaking it’s stated activities. The organization retains only )
successful applicant’s application forms. Application forms of unsuccessful applicants are not
retained due to storage concerns. The application forms provided were in English and Hebrew
with the majority of the applications and accompanymg documentation in Hebrew. The forms
asked for the purpose of the application although many forms did not specifically indicate an' .-
application being submitted for a particular activity i.e. poverty, scholarship, etc nor were
. application forms separated into a particular activity. The application forms or additional .
applicants are recorded in the organization’s computerized records by applicant or “Mosad”. A .
profile-is created for each applicant identified as a Mosad Proﬁle A Mosad Id number and
. Mosad name 1dent1fy each Mosad Proﬁle
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’Of the 429 Mosad Profiles provided for years 2003 and 2002, 98 profiles d1d not contain - -
application forms therefore we were unable to determine the reason for appl1cat10n and
_ apphcablhty to the charitable pro gramws ; carried on by I B. Brass.’

. The audit revealed applications for a variety of cases many of which did not indicate rehef of

- poverty, scholarship, etc. Of the English applications provided, the range of reasons ranged from
heavy debts to wedding assistance to funds to supplement income. For example, applicant David
Weiss’s purpose for application is “to pay debts incurred when marrying off two children”,
'Rochel Aryan Shapiro’s purpose is “needs money to live”, Rabbi Itzchok Rubinstein’s purpose is
- to “suphment (sic) income™ and Rabbi M Kovitz’s purpose is “to help pay past debts and defray
high moving costs and get setup in new home”. These activities are not considered tobe -
charitable as there is no public benefit inherent in assisting persons with personal debts or
‘weddings. The activities are considered an act of private benevolence. The courts do not accept
the act of private benevolence as chantable as it lacks the necessary element of pubhc beneﬁt

| Addmonally, the audlt revealed mcomplete apphcatlons or mlssmg apphca'uons

‘Since J. B. Brass has not devoted substantlally ‘all of its resources to its own chantable act1v1t1es
or by way of gifts to qualified donees, it has failed to meet the definitional requirement
paragraph 149.1(1)(a) of the Act. Therefore under paragraph 168(1)(b) of the Act, the Mmzster,

o -‘ may by registered mail glve notice to the organization that he proposes to revoke its registration:

- because it ceases to comply with the requirements of the Act related to its reglst'atxon as.such.

For this reason, it appears to us that there are grounds for revoca‘uon of the charitable status of J.
B. Brass .of Canada. :

‘Governing Documents: . o : - .

. In our meeting with the representative of J. B, Brass, he mentioned the organization had .
undertaken additional activities that are not mcluded in the constitution of J. B. Brass of Canada -
nor have any amendments been made thereto. If a chanty ‘modifies its objects without consulting -
with us first, and if the new objects do not qualify as charitable, it is placing its status as a -
registered chanty in Jeopardy Moreover, certam changes can affect the charity's desxgnatlon

By consultmg w1th us ﬁrst a cha.nty can av01d the need to ﬁ.lrther amend its obj ects In addition, .

a charity that wants to undertake programs and activities that aré different from those previously
. described to us, should make sure that they are within the scope of the charity's stated purposes.
* If the programs or activities differ from those we reviewed, they may not be charitable:
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J. B. Brass engaged in obtaining and'maintajm'ng an inventory of medical eduipmen‘t used
furniture and used clothing. The equlpment furniture and clothing are ma.mtamed in personal
~ residences and are available to those in need. :

. The prov1S1on of furniture and clothmg to relieve poverty is recogmzed as.a charitable activity. °
However, J. B. Brass has not provided any ev1dence to indicate the goods are provided to .

_ persons‘to relieve povexty Accordingly, any resources devoted to these act1v1t1es are not -
cons1dered to be resources devoted to chantable activities. S

Actmtles Outsuie Canada and Glfts to Non—Quahﬁed Donees

'The audit has rmsed serious concerns s with respect to J ‘B. Brass s forexgn activities.. Accordmg
" to the audit, J. B. Brass has iot demonstrated adequate du'ecuon and coritrol over its forez gn.-
actlvmes . . . .

The Act perm1ts a reglstered charity to carry out 1ts chantable purposes both inside and outsxde -
: Canada, inf only two ways: - . . : :

e Jtcan make glﬁs to other orgamzauons that on the list of quahﬁed donees set'out in-
© the Act. Qualified donees include Canadian registered charities, certain universities
outsuie Canada, the United Nations and its agencies and a few fore1gn charities.
e It can carry on its own actlv,mes In contract to the relatively passive transfer of -
‘ mo‘ney or other resources involved in making gifts to qualified donees, carrying on
one’s own activities implies that the Canadian charity is an active and controllmg
: part101pant ina pro gram orpro;ect that d.uectly ae}neves a chantable purpose

In order to.give meamng and eﬁ'eet to the Act, a.charity must continue to'meet all of i 1ts o
obligations whether the activities are undertaken directly, through agency agreements or through B
any other arrangements. While we have never insisted on the absolute need for a written .
instrument, we recommend it as a means of meeting the requirements of the Act.

‘Notwithstanding the manner by which a charity chooses to meet its obligations, it must prov1de

* documentation or other tangible evidence to substantiate that it met the reqmrements of the Act '
w1th respect to the duectlon and control of i its resources. :

. Since the Act requues a charity to show that it effectlvely duects and actually controls its own

. ‘activities, the agency agreement that a charity puts in place and the manner that.the charity
1mp1ements that : agreement must allow the chanty to discharge its- statutory obhgatmns
" From txme to time the Chantles D1rectorate has suggested certain guldehnes for agency
agreements in order to help charities understand all the reqmrements of the Act. For a number of
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years, we discussed these gu1dehnes with individual charities on a case-by-case basis. Aswe
- identified a growing need in the charities sector for more information on this subject, guidelines
‘have been made available to the public and the sector as a whole through our Intemnet site. -

By observing these guidelines and by keeping proper books and records, a charity should be able
 to discharge its evidentiary burden of establishing that its principal-agent relationship existed in
. fact, and that it maintained effective direction and actual control over its resources at all times.
In the final analysis, the true test of whether a chanty was.responsible in a direct, effectual,-and
constant manner over its resources and activities is not shown by how well'it has crafted an .
agreement but rather, how well it has implemented it through time. Therefore, it is incumbent
upon the charity to show that it has properly implemented any agreement it claims is in place.

The existence of eithér a written or verbal agency agreement is only one example of evidence
required to show that a sufficient principal-agent relationship truly exists. The charity through
“documented evidence, must demonstrate that actual events transpired which prove the continued
existence of the pnncxpal-agent relationship: Thus, the charity must provide the CRA witha
“means of examining the internal decision making mechanisms Wwithin the charity’s own structure
- through records, such as: minutes of board meetings; internal communications (i.e., memoranda);
as well as, policies and procedures that show that the charity, by directing and controﬂlng each of
its activities, acted as the guiding-mind in the principal-agent relatlonshlp In addition, the
charity must provide source documentation, reports, and the various other instruments it received
. from its agent showing that throughout the life of the principal-agent relationship, the agent
" reported back to the principal in such a manner and frequency as to allow the principal to make
- m.formed decisions about the resources and pro_1ects for which the leIICIPal was responsible.

Tt is the CRA’s view that this type of reportmg mechanism is necessary for the chanty to clearly
demonstrate that it maintains an adequate level of control and accountability over the use of its

funds. These reports would have to be kept wnh the chanty s other records. and books or account |
at'the address recorded with the CRA. -

For purposes of the Act, when a reglstered chanty merely transfers its resources to another entlty ’
(assuming the entity is a non-qualified donee), but fails to maintain effective direction and actual "
control over those resources, the result is the same as a gift to a non-qualified donee. Allowing a

non-qualified donee to take near total control of the resources of a regxstered charxty nullifies the
purpose and intent of the Act s o

. We have also attached a copy of our Guide RC41 06E “Registered Charities: Operatzng Outszde

Canada” which includes a set of guidelines that we use to help us assess how much effective
direction arid actual control a reglstered Canadian charity exercises in greater detail.
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Where an agreement exists only in verbal form, of where some of the elements outhned in the
aforementioned guidelines are not explicitly expounded in a written agreement, the CRA. will

. look at all supporting documentation as well as the conduct of both parties to ascertain whether

or not the registered Canadian charity maintained effective direction and actual control through
its relationship with the other organization: The registered Canadian charity must not only show -
that an appropriate agreement existed (written or otherwise), it must also show that the

agreement was implemented in a manner that clearly demonstrates that the registered Canadian
charity exercised direct, effectual, and constant responsibility for undertaking the charitable .
activities to which its resources were applied. In effect, the registered Canadian charity must
show that it acted as the principal through the 1mp1ementat10n of the agreement '

The audit revealed three copies of agency agreements for Chaim Flom (Mosad ID # 14), Moshe
- Meiselman (Mosad ID # 79) and Miriam Moskowitz (Mosad ID # 269). The agreemeénts do not

" provide details on the activities to be carried out by the agents in furtherance of J. B. Brass’s
activities nor provide assurance that the organization is able to deliver the services reguired by J.
" B. Brass. The agency agreements do not contain the address of the agent, duration of the project,
-description of the specific activities to be undertaken by the agent, provision for instalment "~
payment, provision for withdrawing or withholding instalment payments, prov1sron for :
" maintaining adequate books and records at an address in Canada and provision for maintaining
separate books and récords. Two of the agréements provided are not signed by the principal, J
Brass of Canada, signed by a witness and are not dated. These agency.agreements are not -
. sufficient to demonstrate that J. B. Brass of Canada mamtams an. adequate level of control and

accountablhty over the use of 1 its funds. C

" The andit revealed certain deﬁcxencres as there is little evrdence to show that J. B. Brass had any
pertinent cont:rol over its resources. A review of the documentation provided revealed significant
portrons of the organization’s donations were distributed to persons outside of Canada and we
are unable to verify the funds were bemg used for charitable.purposes. As stated above, J. B.
Brass could not provide us with any documentatron related to the direction and control of the
organization’s resources due to the lack of board meetings and lack of recorded mmutes

The audrt failed to reveal other agreements with the organizations or persons with whom 1.B.
Brass contracted to perform charitable activities on its behalf. The audit revealed a vanety of .
. cheques issued to persons with the notatron “Agent ofJ Bras

The audit revealed J. B Brass allowed vanous other orgamzauons and individuals to sohcrt
funds for their own purposes using the J Brass of Canada name and charitable Tegistration
number. By allowing other organizations and individuals to solicit funds, J. B. Brass is not.
engaged in it’s own activities. The organizations or individuals identified includé; Moshe Ben -
Arosh (Mosad ID # 40) Avraham Sava.na (Mosad ID# 116) Uri Markowitz (Mosad ID # 249),
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Rabbi Aaron David Poston (Mosad ID# 408) Chabad House Alon Mereh-Shechem (Mosad 1D
. #194) and Canadian Friends of Lilmod Ulela.med

Documentatlon provided for Moshe Ben Arosh (Mosad ID# 40) Gabreil Ovrani (Mosad Id#,
© 135), Avraham Savaria (Mosad ID # 116), Uri Markowitz (Mosad ID # 249) and Rabbi Aaron
. David Poston (Mosad ID # 408) stated, “This is to authorize : - to solicit funds
under J Brass of Canada. Please be advised that we cannot issue any rece1pts for cheques written
-to J Brass of Canada within this letter of authorization. Please be advised that recelpts w111 only
be 1ssued for donanons of ten dollars ($10. 00) or more.”

Chabad House Alon Merch-Shechem (Mosad ID # 194) documenta’uon reads “F or TAX
.DEDUCTIBLE DONATIONS, make check to “J Brass” (Mrs Chavie Berkowitz’s
_organization)”

Canadian Friends of Lilmod Ulelamed documentation reads “Please make cheques payable toJ
Brass of Canada Contnbuhons of $18.00 and up are tax deductible.”

Based on the lack of documentation and tangible evidence, it does not appear J. B. Brass has |
~ maintained effective control and direction over the use of its funds and thereby, has dxstnbuted ‘
" its resources to a non-qualified donee.

Pursuant to paragraph 168(1)(b) of the Act, the Minister may g1ve noticeto a reglstered chanty
‘that he proposes to revoke its registration where a registered charity ceases to comply with the . -
. Tequirements of the Act for its registration as such. For this reason, it appears to us that there are
grounds for revocation of the charitable status of J. B. Brass of Canada

Dlsbursement Quota

Reglstered charities are reqmred n each year of operauon to meet or exceed a dlsbursement
quota. This quota relates to expenditures that must be made durmg the year and that are of a

. charitable nature. In the.case of a charitable organization, the Act stipulates that this minimum
~ annual dlsbursement quota is equal to eighty percent of the prior year's officially receipted .
donations less certain types of gifts received (paragraph 149. 1(2)(b) of the Act). When a

- charitable organization fails to expend its disbursement quota in any taxation year, either on
charitable activities carried on by it and by way of gifts made by it to qualified donees, the

Minister may in the manner described in sectlon 168 of the Act revoke the charitable
organization’s registration. ~

A chanty is allowed by vn‘tue of 149. 1(20) of the Act to offset any shortfalls in its disbursement
quota by applying any excesses in its disbursement quota from its immediately preceding
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taxation year and 5 or less of its immediately subsequent taxation years. In order to do so, -
however, the chanty would have to show unequivocally that all the’ expendltures claimed in
~ those years were in fact chantable expend1tures

Based on the facts stated above the expcndltures recorded by J. B. Brass are not cons1dered to be
expenditures devoted to a charitable activity carried on by J. B. Brass itself as J. B. Brass has
engaged in activities which have not been substantiated by documentary evidence or otherwise, it
has allowed it’s name and registration number to be used by vanous other organizations and
md1v1duals and it has made gifts to. non-quahﬁed donees. :

'I‘herefore under paragraph 168(1)(b) of the Act; the Mznzster may by reglstered mail glve notice
to the charity that he proposes to revoke its registration because it ceases to comply with the’

. requirements of the Act related to its registration as such. For this reason, it appea.rs to us that
there are grounds for revocation of the cha.ntable status of J. B Brass of Canada. -

Books and Recora's'

The Act, per subsectlon 230(2), requires that every reg15tered charity shall keep tecords and
books of account at an address in Canada recorded with the Mzmster or demgnated by the
: Mmzster contammg ‘

. Informatlon in such form as will eriable the Minister to determine whether there are
any grounds for the revocation ofi its registration under the Act; -
- A duplicate of each recelpt containing prescnbed information for a donation recelved
by it; and .
¢ Other information in such form as will enable the Mzmster to venfy the donatlons to
- it for Whlch adeduction or tax credit is available under the Act.

In addltlon, subsection 230(4) also states “every person reqmred by this section to keep books of
account shall retaln ) .
a) The records and books of account referred to in this section in respect of which a period
is prescribed, together with every account and voucher necessary to verify the
information contained therein, for such period as is prescribed; and
b) All other records and books of account referred to in this section, together with every
account and voucher necessary to verify the information contained therein, until the
expiration of six years from the date of the last taxation year to which the records and
A books relate”. -
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A chanty is not meeting its requlrement to mamtam adequate books and records if i 1t faals to
* exercise due care wrth respect to ensuring the accuracy thereof. .

In addmon to substantratmg aJl costs or expenses paid out of its funds, the chanty s books and
records should provide documentary evidence that monies it has transferred to any agency have
been applied to the conduct of activities that are charitable under Canadian-law and for which the
charity iself is drrectly and legally responsrble -

~ The purpose of this requirement is: to énable the chanty to accurately provrde CRA with the

A information required by the Act as well as to enable CRA to verify the accuracy of the, reported
information. .

I.B. Brass received two letters from CRA requesting the pravision of books and records.. -
- Correspondence dated March 22, 2004 requesting books and records for the period ending = .
2002-12-31 and correspondence dated July 14, 2005 requested books and records for the periods

ending 2002-12-31 and 2003-12-31. Complete documentation as requested was not provided to
CRA as of the date of this letter

The audit indicated the books and records kept by 1.B. Brass were madequate for the purposes
of the Act. In addition to the instances noted above, J. B. Brass did not provide a complete listing
. of all 'official donation recerpts issued for the fiscal periods ending 2002 and 2003, copies of all .
-expenditure recerpts copres of all cancelled cheques and certified cheques, copies of all agency
agreements, copies of progress reports prepared by board of director members and the soup

kitchen and all other forms of documentation necessary to venfy the information reported perthe -
" organization’s financral statements. - .

It was found during the audrt that the organization is maintaining books and records, the

application forms and accompanying documentation, in Hebrew. The charity must maintain their

records in either of the two official languages of Canada-Enghsh or French. As stated in our

Publication RC4108E Registered Charities and the Income Tax Act, a reglstered charity must
. keep adequate books and records in either English or French

A review of the documentauon provrded indicates I B. Brass is not mamtammg adequate control
‘over the books and records.or segregation of charitable’ entities. A review of the application
forms provided indicated twenty-one apphcatrons for different charitable organizations. This
eviderice suggests that not all of the activities, income and expenses reported by J. B. Brass
belong entirely to this entity. Combined with J. B. Brass’s involvement in loaning it’s chantable

name and registration number to other organization’s, J. B. Brass may not be carrymg out it’s

own activities.
]
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Under paragraph 168 (1)(6) of the Act, the Mi. mzster may, by registered mail, give notice to the
charity that he proposes to revoke its registration because it fails to comply with or contravenes o
- section 230 of the Act dealing with Books and Records. For this reason, it appears to us that there
are grounds for revocahon of the chantable status of J. B Brass of Canada.

0ffic1al Donatlon Recelpts

The law provides various requlrements with respect to the issuing of ofﬁc1al donatron receipts by
registered charities. These reqmrements are contained in Regulations-3500 and 3501 of the At~

and are described in some. detaﬂ m- Interpretatlon Bullet:n IT-IIORB Gifts and @ﬁczal Donanon _
Receipts. : .

Duphcate cop1es of all official donatlon recelpts were requested i in our correspondence of -
March 22, 2004 and July 14, 2005. Copies of all official donation receipts issued were not
provided; forty-nine receipts were provrded However our review of the official donatién receipts - .

prov1ded revealed that J. B. Brass was not in comphance w1th Income Tax Regulatlon 3501 as
follows : C

« The registration number. as.signed hy the Minister to J. B. Brass of Canada was ot
. recorded on official donation receipts 2555, 5148, 3396, 2722 and 2565. The
registration number exh1b1ted on the ofﬁc1a1 donataon recelpts is of another reg13tered g
charity. . -
© .o The address was 1ncomplete on ofﬁcml donanon recerpts 2150 and 49

Under paragraphs 168(1)(d) the Minister may, by reglstered mail, give nottce to the reg1stered
- charity that he proposes to revoke its registration if it issues a receipt othermse than in
~ accordance with the Act and the Regulations. For this reason, it appears to us, that there are

v grounds for revocatton of the chantable status of J. B Brass of Canada

Informatzon Return (Form I3 01 0)

_ _Pursuant to subsection 149 1(14) of the Act every reg1$tered charity must, w1thm six months '
from the end of the charity's fiscal period (taxation year), without notice or demand, file a.
~ Regrstered Chanty Information Return Wlth the apphcable schedules. :

It is the responsibility of J. B. Brass to ensure that the mformatlon that is provrded 1n its Return, "

schedules and statements, is factual and complete in every respect A charity is not meeting 1ts

requirement to file an Inforrnatron Return ifit falls to CXGI'CISC due care W1th respect to ensunng
. the accuracy thereof
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'J. B. Brass of Canada improperly completed the Information Return for the fiscal periods-ending
2002-12-31 and 2003-12-31 in that many items reported were mcorrectly identified or omitted.
Spemﬁca]ly '

. Sectlon C listed the programs carned on dunng the fiscal period as “Food Banks were -
provided to needy families in Ontario, Shelter and low rental and emergency -
" . " accommodations for need was provided in two locations, Charity assistance was
. distributed to poverty stricken families in, Scholarships was provided to assist
students in their studies and Medical equipment provided for the sick” J. B. Brass of
‘Canada did not undertake all the activities hsted Wlthm the fiscal period or engage in
. theactivities within Ontario.
« Question C3 (2002) and C4 (2003) response indicates “No” to operatmg any of the
" programs directly or indirectly outside Canada. J. B. Brass of Canada distributes
funding within the United States, Israel, England and Argentina as-well as various-
_ ather countries as per the representative and supporting documentation. prov1ded
~»  Question'C5 (2002) lists the chanty s programs and apprommate percentage of tlme
and resources it devoted as:

. Al1 Family and crisis comselhng, financial counselhng 60%

" A2 Food or clothmg banks, soup kitchens, hostels - - 15% -
— Al Housing for seniors, low-mcome people, and those o
' with disabilities - . " 15%
— F4 Services forthe sick - ' . 10%

~ The charity did niot undertake any of the above noted programs as per supportmg
* documentation prowded in 2002 or 2003.° ,
* » . Line 100 (2002) reports Total tax-receipted gifts of $3,608,000 and Llne 4500 (2003)
: reports Total tax-receipted gifts of $3,808,679. The charity provided ofﬁc1a1 donation
. receipts totallmg $30,819.54 (2002) and $8 012.00 (2003).
"+ Line 101, 102 and 103 (2002) and Line 4510 (2003) do not report tax-recelpted gifts .
and other gifts received from other registered charities. J. B. Brass received gifts from -
. other registered charities per review of the documentation supplied. :
« Line 5050 (2003) indicates $3,821,290 Total gifts to qualified donees. The chanty did
not. make any gifts to qualified donees. ~
« Section I1 (2002) indicates ‘No” to making direct expendltures outsxde Canada. The
charity does make direct expendxtures outside Canada to the United States, Israel,
England and Argentina as well as various other countries per the representative.

« Section F1 (2003) does not mdlcate a'dollar amount for pro gram expenditures outS1de
Canada. = - . .

Under paragraph 168(1)(9} of the Aet, the Ministe}fmay, by registefed mail, give noﬁee to the
charity that the Minister proposes to revoke its registration because the charity failsto file an
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: Informatlon Return as and when required under the. Act ora regulatlon For this reason, it appears
to us that there ‘are grounds for revocation of the charitable status of J. B Brass of Canada

lemg of complete Informatton Return ( T301 0) on tzme _ .

Subsection 149. 1(14) of the Act Tequires every registered charity to ﬁle a Reglstered Chanty
Information ‘and Public Information Return, (form’ T3010), without notice or demand within six
months from the end of each fiscal penod This return must be in prescnbed form and contain
prescribed mformatlon

- Our review of the orgamzatlon s ﬁlmg lnstory revealed the followmg

: T3010 Date . Date recelved - - Days of lateness
20021231 20031106, .. 129days
. 2003- 12-31 ' - 2004-12-06 : S 159 days .

As of the date of this letter, the Registered Chanty Informatlon and Pubhc Infonnanon Retum
(form T3010A) for ﬁscal penod endmg 2004-12 31 have not been filed. '

Conclusnon

__ For each of the reasons and dlscrepancres mdlcated above, it appears to. us that there are grounds
‘ for revocatlon of chantable status of J B. Brass of Canada. - :

"The consequences toa reglstered chanty of losmg 1ts regrstratron mclude

1.. The loss of i 1ts tax exempt status as a reg1stered chanty which means that the chanty Would
© become a taxable entity under Part I of the Income Tax Act unless, in the opinion of the
Director of the applicable Tax Services Office; it qualifies as a non-proﬁt orgamzatlon as
' descnbed in paragraphr 149(1)(1) of the Act; : A

2. Loss ofthe right to issue ofﬁmal donatlon recelpts for income tax purposes whrch means
~ that gifts made to the charity would not be allowable as a tax credit to md1v1dua1 donors as
‘provided at subsection 118. 1(3) of the Act, or asa deduction allowable to corporate donors

- . under pa.ragraph 110. 1(1)(a) of the Act, and :

» 3‘. “The poss1b1hty of a tax payable under Part V subsectron 18 8(1) of the Act.
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For yotxr reference, wé have attached a copy of the relevant prbwsmns of thé Income Tax Act
concerning revocation of registration and the tax apphcable to revoked charities as well as -
appeals against revocation.

. Ifyoudo not agree with the facts outlined above, or if you wish to present any reasons why the’
Minister of National Reveriue should not revoke the registration of J. B. Brass of Canada in
- accordance with subsection 168(2) of the Act, you are invited to submit your representations
- within 30 days from the date of this letter, October 19, 2005. If you wish to obtain an
-extension, please contact the undersi goed. Subsequent to this date, the Director of the Charities
Division will decide whether or not to praceed with the issuance of a notice of intention to
revoke the registration of J. B. ‘Brass'in the manner descnbed in subsection 168(1) of the Act.

Ifyou appomt a third party to represent you in this matter, please send us a wntten authonzatlon' '

paming that mdlwdual and exphmtly authonzmg that md1v1dua1 to mscuss your chanty s file
. w1th us. i _ _

: Should you have any questions on these matters please contact the undermgned at

(613) 957-2212 or via fax at (613) 946-7646, or write to Chantles Division, 320 Queen Street
- Tth Floor Ottawa, Ontario, K1A OLS ) :

' Smcerely,

- Holly Brant

Audit Advisor - .
Charities Directorate
Canada Revenue Agency
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